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A company can either be a private company or a public company 
whether unlimited, limited by shares or by guarantee. The term 
"company" has become a common feature of modem economies as 
a result of the demerits of both sole proprietorship and partnership. 
Most businesses, usually of considerable size are organized as 
companies or corporations. 
The word "company" has been defined in several ways with 
no "strict technical or legal meaning" (Oshio, 1995:5). It is normally 
reserved for an association of a number of persons carrying on 
business with the view to making profits. This definition is 
incomplete and lacks fu ll legal meaning of a company. It does not 
include companies that are not formed for the purpose of making 
profits or for the purpose of the benefits of its members. For 
example, CAMA 2004, allows the incorporation of guarantee 
companies which by s. 26 (4) and (6) are prohibited from carrying 
on business for the purpose of making profits for distribution to 
members. 
Company has also been defined as a complex network of 
1 9 2  I n t r o d u c t i o n  T o  B u s i n e s s :  A  C o n t e m p o r a r y  A p p r o a c h  
c o n t r a c t  b i n d i n g  o n  v a r i o u s  i n t e r e s t  g r o u p s  ( I l a b o y a ,  2 0 0 5 :  1 1 3 ) .  
T h i s  d e f i n i t i o n  r e c o g n i z e s  t h e  s t a k e  o f  o t h e r  i n t e r e s t  g r o u p s  i n  t h e  
c o r p o r a t e  a c t i v i t i e s .  
T h e s e  s t a k e h o l d e r s  a r e  t h e  g o v e r n m e n t ,  t h e  s o c i e t y ,  
c r e d i t o r s ,  s u p p l i e r s ,  l a b o u r  u n i o n s ,  e m p l o y e e s  e t c .  
T h e r e  i s  a  s t a t u t o r y  d e f i n i t i o n  o f  a  c o m p a n y  t o  b e  f o u n d  
u n d e r  s .  5 6 7  o f  C A M A  w h i c h  p r o v i d e s :  " C o m p a n y "  o r  " e x i s t i n g  
.  c o m p a n y "  m e a n s  a  c o m p a n y  f o r m e d  a n d  r e g i s t e r e d  u n d e r  t h i s  Ac t  
o r ,  a s  t h e  c a s e  m a y  b e ,  f o r m e d  a n d  r e g i s t e r e d  i n  N i g e r i a  b e fo r e  a n d  
i n  e x i s t e n c e  o n  t h e  c o m m e n c e m e n t  o f  t h i s  A c t . "  
H o w e v e r ,  a  c o m p a n y  c a n  b e  l e g a l l y  d e f i n e d  a s  " a  j u r i s t i c  
p e r s o n  h a v i n g  n o  p h y s i c a l  e x i s t e n c e  o f  i t s  o w n  b u t  r e c o g n i z e d  b y  
l a w  a s  p e r f o r m i n g  i t s  f u n c t i o n s  t h r o u g h  a g e n t s  a n d  s e r v a n t s  w h o  d o  
e x i s t  p h y s i c a l l y  ( C a p .  1 1 3 ,  L a w s  o f  F e d e r a t i o n  o f N i g e r i a ,  1 9 9 0 ) .  
C a p a c i t y  t o  f o r m  a  c o m p a n y  
O n l y  a  p e r s o n  w h o  i s  q u a l i f i e d  u n d e r  t h e  A c t  m a y  j o i n  i n  f o r m i n g  a  
c o m p a n y .  S .  2 0  o f  C A M A ,  2 0 0 4 ,  p r o v i d e s  t h a t  t h e  f o l l o w i n g  a r e  
d i s q u a l i f i e d  f r o m  j o i n i n g  i n  t h e  f o r m a t i o n  o f  a  c o m p a n y .  
i .  A n  i n d i v i d u a l  w h o  i s  l e s s  t h a n  1 8  y e a r s  o f  a g e ,  u n l e s s  t h e r e  a r e  
t w o  o t h e r  p e r s o n s  o f  f u l l  a g e  a n d  c a p a c i t y  w h o  h a v e  a l r e a d y  
s u b s c r i b e d  t o  t h e  m e m o r a n d u m .  
1 1 .  A  p e r s o n  w h o  i s  o f  u n s o u n d  m i n d  a n d  h a s  b e e n  s o  f o u n d  b y  a  
c o u r t  i n  N i g e r i a  o r  e l s e w h e r e .  
1 1 1 .  A n  i n d i v i d u a l  w h o  i s  a n  u n d i s c h a r g e d  b a n k r u p t .  
i v .  A  p e r s o n  d i s q u a l i f i e d  u n d e r  s .  2 5 4  o f  C A M A  f r o m  b e i n g  a  
director.~[ a  c o .m p a n y  n a m e l y :  
a .  A  p e r s o n  c o n v i c t e d  b y  H i g h  C o u r t  O f  a n y  o f f e n c e  i n  
c o n n e c t i o n  w i t h  t h e  p r o m o t i o n ,  f o r m a t i o n  o r  
m a n a g e m e n t  o f  a  c o m p a n y .  
b .  I n  t h e  c o u r s e  o f  w i n d i n g  u p  o f  a  c o m p a n y  a  p e r s o n  
w h o  a p p e a r s  t o  b e  
i .  g u i l t y  o f  a n  o f f e n c e  f o r  w h i c h  h e  i s  l i a b l e  
( w h e t h e r  h e  h a s  b e e n  c o n v i c t e d  o r  n o t )  u n d e r  
s e c t i o n  5 0 6  o f  C A M A ,  2 0 0 4 .  
i i .  o t h e r w i s e  g u i l t y ,  w h i l e  a n  o f f i c e r  
c o m p a n y ,  o f  a n y  f r a u d  i n  r e l a t i o n  
R e g i s t r a t i •  
U n d e r  s e c t  
a  p r i v a t e  c •  
d o c u m e n t s  
C o m m i s s i c  
C A M A , 2 0  
a .  
M e n  
b .  
A r t i e  
c .  
T h e  
c o n t  
d .  
N o t i  
i f d i J  
e .  
P a r t i  
f  
A n y  
C l e a  
g .  
S t a t u  
p r a c t  
t h e n  
T h e  p r  
1 1 1 .  T h e  r i  
i v .  · T h e  a l  

























Private and Public Companies 193 
company or of any breach of his duty to the 
company. 
of a public or a private company 
section 35 of CAMA, 2004. , registration of either a public or 
a private company is carried out by filling the prescribed forms and 
cklcuments which must be delivered to the Corporate Affairs 
Commission. The forms and documents prescribed under the 
CAMA, 2004. are as follows: 
a. Memorandum of Association. 
b. Articles of Association. 
c. The statement of the company' s nominal capital. This is 
contained in a prescribed printed form. 
d. Notice of the company's registered office, or the head office, 
if different from the registered office. 
e. Particulars of the first directors of the company. 
[ Any other document as may be required by law e.g Tax 
Clearance Certificate. 
g. Statutory declaration in· a prescribed form by a legal 
practitioner to the effect that the requirements of this Act for 
the registration of a company have been complied with. 
On registration, the most important documents to be filed are the 
Articles of Association and the Memorandum of Association. These 
documents together set out the constitution and bye-laws of the 
company. 
Articles of Association 
Articles of Association contain the rules and regulations for 
conducting the internal affairs of the company such as: 
1. Appointment and removal of directors. S. 41(3) of CAMA, 
2004. 
ii. The procedures for the issue and transfer of shares. 
iii . The rights and responsibilities of shareholders. 
IV. ·The alteration of capital. 
v. The procedure for auditing and accounting for the company' s 
business. 
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M e m o r a n d u m  o f  A s s o c i a t i o n  
M e m o r a n d u m  o f  A s s o c i a t i o n  i s  c o m m o n l y  r e f e r r e d  t o  a s  t h e  
c o n s t i t u t i o n  o f  t h e  c o m p a n y .  T h e  M e m o r a n d u m  o f  A s s o c i a t i o n  
r e g u l a t e s  t h e  e x t e r n a l  d e a l i n g s  o f  t h e  c o m p a n y ,  i . e . ,  i t s  r e l a t i o n s h i p  
w i t h  o u t s i d e r s .  T h e  c o n t e n t s  o f  t h e  m e m o r a n d u m  o f  A s s o c i a t i o n  
u n d e r  s .  2 7  o f  C A M A ,  2 0 0 4 ,  a r e  s p e l t  o u t  a s  f o l l o w s :  
i .  T h e  n a m e  o f t h e  c o m p a n y .  
i i .  T h e  r e g i s t e r e d  o f f i c e  o r  l o c a t i o n  o f  t h e  b u s i n e s s .  
i i i .  T h e  t y p e  o f  b u s i n e s s  i t  i s  s e t  u p  t o  d o .  
i v .  T h e  r e s t r i c t i o n ,  i f  a n y ,  o n  t h e  p o w e r s  o f  t h e  c o m p a n y .  
v .  A  s t a t e m e n t  a s  t o  w h e t h e r  t h e  c o m p a n y  i s  a  p r i v a t e  o r  a  
p u b l i c  c o m p a n y .  
v 1 .  A  s t a t e m e n t  t h a t  t h e  l i a b i l i t y  o f  i t s  m e m b e r s  i s  l i m i t e d .  
v i i .  A  s t a t e m e n t  o n  t h e  m i n i m u m  a m o u n t  o f  a u t h o r i z e d  s h a r e  
c a p i t a l .  I n  t h e  c a s e  o f  a  p r i v a t e  c o m p a n y ,  i t  i s  n o t  l e s s  t h a n  
N l O , O O O  w h i l e  i n  t h e  c a s e  o f  a  p u b l i c  c o m p a n y ,  i t  i s  n o t  l e s s  
t h a n  N 5 0 0 , 0 0 0 . 0 0 .  
v i i i .  T h e  n u m b e r  o f  s h a r e s  i n t o  w h i c h  t h e  c o m p a n y ' s  s h a r e  c a p i t a l  
i s  d i v i d e d .  
C e r t i f i c a t e  o f  I n c o r p o r a t i o n  
A f t e r  c o m p l e t i o n  o f  t h e  r e g i s t r a t i o n  p r o c e s s ,  a  t h o r o u g h  e x a m i n a t i o n  
o f  a l l  n e c e s s a r y  d o c u m e n t s  i s  d o n e .  T h i s  i s  f o l l o w e d  b y  t h e  i s s u a n c e  
o f  a  c e r t i f i c a t e  b y  t h e  C o r p o r a t e  A f f a i r s  C o m m i s s i o n  c e r t i f y i n g  t h a t  
t h e  c o m p a n y  i s  i n c o r p o r a t e d .  I t  i s  o n l y  a f t e r  t h i s  i s  d o n e  t h a t  t h e  
c o m p a n y  i s  r e g a r d e d  a s  a  c o r p o r a t e  b o d y  a n d  i s  a u t h o r i z e d  t o  s t a r t  
b u s i n e s s .  S .  3 6 ( 5 )  o f C A M A ,  2 0 0 4 .  
T H E  C O R P O R A T I O N  
A  c o r p o r a t i o n  ( u s u a l l y  k n o w n  a s  a  c o m p a n y )  i s  a n  e n t i t y  t h a t  h a s  
l e g a l  p e r s o n a l i t y  i . e .  i t  i s  c a p a b l e  o f  e n j o y i n g  a n d  b e i n g  s u b j e c t  t o  
r i g h t s  a n d  d u t i e s  U u r i s t i c  p e r s o n )  a n d  p o s s e s s e s  t h e  c a p a c i t y  of  
s u c c e s s i o n .  I t  i s  a  c o m p a n y  t h a t  i s  r e g i s t e r e d  u n d e r  t h e  C o m p a n i e s  
&  A l l i e d  M a t t e r s  A c t ,  b e i n g  r e g a r d e d  a s  a  c o r p o r a t e  a g g r e g a t e  s i n c e  
i t  ( i . e .  c o m p a n y )  c o n s i s t s  o f  a  n u m b e r  o f  m e m b e r s  w h o  f l u c t u a t c 1  
f r o m  t i m e  t o  t i m e .  A s  a  p e r p e t u a l  " a r t i f i c i a l "  p e r s o n ,  i t  l i v e s  
a n d  h a s  c e r t a i n · c h a r a c t e r i s t i c s  r e c o g n i z e d  b y  l a w .  I t  m a y  s u e  a n d  
s u e d ,  
T h e <  
T h e n  
a .  T l  
b .  T l  
c .  T l  
T h e S  
T h e  s i  
t r u e  a  
p e r m  a  
T h e i r .  
i .  
C J  
0~ 
w J  
e x l  
r e t  
b u r  
I  
e  
d i  
i i .  C l  
I  
c i q  
L i  
o f  
ap~ 
I  
e l e  
I  
i n t  
V o j  
g e  
I m  
d i r ,  


















Private and Public Companies 195 
make a contract, own property, an be required to pay taxes. 
Corporate Organization 
main parties in a company are: 
The Shareholders 
The Board ofDirectors 
The Top Management 
The shareholders as owners of equity shares in a company, are the 
true and legal owners of the company. They are the providers of 
permanent capital in a company. They bear the risk of ownership. 
Their rights and claims are as follows: 
Claim on income: Ordinary shareholders have a residual 
ownership claim. They have a claim to the residual income 
which is earnings available to ordinary shareholders after paying 
expenses, interest charges, taxes and preference dividend and 
retained earnings. Retained earnings are reinvested in the 
business and shareholders stand to benefit in future on the firm 's 
enhanced value and earning power and ultimately enhanced 
dividend payments and capital gain. 
Claim on Assets: Ordinary shareholders also have a residual 
claim on the company' s asset in the event of liquidation. 
Liquidation can occur on account of business failure or sale. Out 
of the realized value of assets, the claims of debt holders and 
pr~ference shareholders are · satisfied first and the remaining 
balance, if any, is paid to ordinary shareholders. In liquidation, 
the claims of ordinary shareholder may generally remain unpaid. 
iti. Right to Control: Control may be defined as the power to 
appoint directors. Ordinary shareholders have the legal power to 
elect directors on the board. If the board fails to protect their 
interest, they can replace the directors. 
iv. Voting Right: Ordinary shareholders are entitled to vote at 
general meetings. They are required to vote on a number of 
important matters. The most significant matters are: election of 
directors and change in the memorandum of association. For 
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e x a m p l e ,  i f  t h e  c o m p a n y  w a n t s  t o  c h a n g e  i t s  a u t h o r i z e d  s h a r e  
c a p i t a l  o r  o b j e c t i v e s  o f  b u s i n e s s ,  i t  r e q u i r e s  o r d i n a r y  
s h a r e h o l d e r s '  a p p r o v a l .  D i r e c t o r s  a r e  e l e c t e d  a t  t h e  a n n u a l  
g e n e r a l  m e e t i n g  b y  t h e  m a j o r i t y  o f  v o t e s .  T h u s  a n  o r d i n a r y  
s h a r e h o l d e r  h a s  v o t e s  l i m i t e d  t o  t h e  n u m b e r  o f  s h a r e s  h e l d  by  
h i m .  A  s h a r e h o l d e r  m a y  v o t e  i n  p e r s o n  o r  b y  p r o x y .  
v .  P r e - e m p t i v e  R i g h t s :  T h e  p r e - e m p t i v e  r i g h t  e n t i t l e s  a  
s h a r e h o l d e r  t o  m a i n t a i n  h i s  o r  h e r  p r o p o r t i o n a t e  s h a r e  o f  
o w n e r s h i p  i n  t h e  c o m p a n y .  T h i s  h a s  t o  d o  w i t h  p u r c h a s i n g  n e w  
s h a r e s  i n  t h e  s a m e  p r o p o r t i o n  a s  t h e i r  c u r r e n t  o w n e r s h i p .  T h u s ,  
i f  a  s h a r e h o l d e r  o w n s  o n e  p e r c e n t  o f  t h e  c o m p a n y ' s  o r d i n a r y  
s h a r e s ,  h e  h a s  a  p r e - e m p t i v e  r i g h t  t o  b u y  o n e  p e r c e n t  o f  n e w  
s h a r e  i s s u e d .  
v i .  T h e y  h a v e  a  r i g h t  t o  h o l d  o r  s e l l  t h e i r  s t o c k  c e r t i f i c a t e .  
v i i .  T h e y  h a v e  a  r i g h t  t o  r e c e i v e  a n n u a l  f i n a n c i a l  r e p o r t s .  
T h e  B o a r d  o f  D i r e c t o r s  
T h e  B o a r d  o f  D i r e c t o r s  a r e  i n  c h a r g e  o f  d i r e c t i n g  t h e  a f f a i r s  o f  t h e  
b u s i n e s s .  T h e y  a r e  e l e c t e d  b y  t h e  s h a r e h o l d e r s .  T h e i r  r i g h t s  a r e  a s  
f o l l o w s :  
i .  T h e y  h a v e  t h e  p o w e r s  t o  a p p o i n t  o r  t e r m i n a t e  t h e  s e r v i c e s  
t o p  o f f i c e r s .  
i i .  T h e y  d e c i d e  o n  t h e  o b j e c t i v e s  a n d  p o l i c e s  o f  t h e  c o m p a n y .  
i i i .  T h e y  m a y  b e  e n t i t l e d  t o  b e  p a i d  a l l  t r a v e l l i n g ,  h o t e l  a n d  
e x p e n s e s  p r o p e r l y  i n c u r r e d  b y  t h e m  i n  a t t e n d i n g  a n d  r e t u r n i l l l  
f r o m  m e e t i n g s  o f  t h e  d i r e c t o r s .  R e m u n e r a t i o n  o f  d i r e c t o r s  i s  
b e  d e t e r m i n e d  f r o m  t i m e ·  t o  t i m e  b y  t h e  c o m p a n y  i n  
m e e t i n g .  S .  2 6 7 ( 2 )  &  S .  2 6 7 ( 1 )  o f C A M A ,  2 0 0 4 .  
T h e  T o p  M a n a g e m e n t  
T h e  M a n a g i n g  D i r e c t o r  i s  t h e  c h i e f  e x e c u t i v e  
c o m p a n y .  A s  a n  e m p l o y e e  o f  t h e  c o m p a n y ,  h e  e x e c u t e s  t h e  
c o r p o r a t e  p o l i c i e s  b y  w o r k i n g  t o g e t h e r  w i t h  o t h e r  d i r e c t o r s .  
E a c h  e x e c u t i v e  d i r e c t o r  i s  i n  c h a r g e  o f  a n  o p e r a t i n g  
o f  t h e  c o m p a n y .  F o r  e x a m p l e ,  p e r s o n n e l  d i v i s i o n  h a s  a n  
d i r e c t o r  a s  : U n a n c e  d i v i s i o n  w h i c h  a l s o  h a s  a n  e x e c u t i v e  
w h o  i s  i n  c h a r g e .  
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The company's secretary: He or she records all corporate 
decisions of the company and also keeps records of annual 
meetings. (Unugbro, 1997: 31). 
Advantages of a Corporation 
The advantages of a corporation are as follows: 
Access to Funds: A corporation that is listed on the stock exchange 
has the advantage of sourcing for funds with ease. This ease is made 
possible by members' limited liability and the freedom of a member 
to transfer his or her shares. Prospective shareholders who have 
strong faith in the future growth and expansion of a company and 
having at the back of their mind the freedom to transfer shares for 
cash, will be attracted to invest in the company through purchase of 
shares that have the possibility of ensuring capital gain in the future. 
Permanent life: As a legal personality, it is separate and distinct 
from its owners (i.e. shareholders). As a result, it exists forever 
subject to termination by liquidation. The death of any of the 
shareholders does not affect its continuous existence as an artificial 
person recognised by law. 
Disadvantages of a Corpor ation 
Some of the disadvantages of a corporation are as follows: 
1. Expenses associated with sourcing for funds. 
The legal and accounting costs of carrying out an initial public 
offering of a company is expensive. Subsequent sourcing for 
funds will require additional expenses to be incurred in order 
to meet with the difficult requirements of regulatory 
authorities. 
ii. Lack of Confidentiality:- The need to ensure that each 
shareholder gets the annual report of the company's 
performance may have the tendency of making it impossible 
for a company to handle its financial matters with utmost 
confidentiality. 
iii. Compliance with Government Regulations 
A company requires time and commitment in order to comply 
with government regulations. This no doubt will result in a lot 
of paper work and sourcing for information. The negative 
1 9 8  I n t r o d u c t i o n  T o  B u s i n e s s :  A  C o n t e m p o r a r y  A p p r o a c h  
e f f e c t  i s  t h a t  i t  h a s  t h e  t e n d e n c y  o f  d i s t r a c t i n g  t h e  a t t e n t i o n  o f  
t h e  c o m p a n y  a n d  m a k i n g  i t  t o  l o s e  f o c u s  f r o m  a c t i v i t i e s  
d i r e c t e d  t o w a r d s  m e e t i n g  i t s  g o a l s  a n d  o b j e c t i v e s .  
W I N D I N G  U P  O F  A  C O R P O R A T I O N  
O n e  p r i m a r y  c h a r a c t e r i s t i c  o f  a  c o r p o r a t i o n  i s  t h a t  i t  h a s  a  p e r p e t u a l  
e x i s t e n c e  w h i c h  s u g g e s t s  t h a t  i t  l i v e s  f o r e v e r .  
W i n d i n g  u p  i s  t h e  b r i n g i n g  t o  a n  e n d  o f  t h e  a c t i v i t i e s  o f  a  c o m p a n y .  
A  n u m b e r  o f  d i f f e r e n t  c i r c u m s t a n c e s  c a n  b r i n g  a b o u t  a n  e n d  t o  i t s  
e x i s t e n c e .  
U n d e r  s .  4 0 1  o f  C A M A ,  2 0 0 4 ,  a  w i n d i n g  u p  m a y  b e  e f f e c t e d  i n  
t h r e e  w a y s :  
1 .  B y  t h e  c o u r t ;  
2 .  V o l u n t a r i l y ;  
3 .  S u b j e c t  t o  t h e  s u p e r v i s i o n  o f  t h e  c o u r t .  
W i n d i n g  u p  b y  t h e  c o u r t  
S e c t i o n  4 0 8  o f  C A M A ,  2 0 0 4  p r o v i d e s  t h a t  a  c o m p a n y  m a y  b e  
w o u n d  u p  b y  t h e  F e d e r a l  H i g h  C o u r t  i f :  
1 .  T h e  C o m p a n y  h a s  b y  s p e c i a l  r e s o l u t i o n  r e s o l v e d  t o  b e  w o u n d  u p  
b y  t h e  c o u r t .  
2 .  D e f a u l t  i s  m a d e  i n  d e l i v e r i n g  t h e  s t a t u t o r y  
c o m m i s s i o n  o r  i n  h o l d i n g  s t a t u t o r y  m e e t i n g .  
3 .  T h e  n u m b e r  o f  m e m b e r s  i s  r e d u c e d  b e l o w  t w o  
4 .  T h e  c o m p a n y  i s  u n a b l e  t o  p a y  i t s  d e b t s ,  o r  
5 .  T h e  c o u r t  i s  o f  t h e  o p i n i o n  t h a t  i t  i s  j u s t  a n d  e q u i t a b l e  t h a t  t h e  
c o m p a n y  s h o u l d  b e  w o u n d  u p .  
V o l u n t a r y  W i n d i n g  U p  
T h i s  m a y  b e  d o n e  a t  t h e  i n s t a n c e  o f  m e m b e r s  o r  c r e d i t o r s  o f  t h e  
c o m p a n y .  B y  s .  4 5 7  o f  C A M A ,  2 0 0 4 ,  a  c o m p a n y  m a y  b e  w o u n d  u p  
v o l u n t a r i l y  u n d e r  t h e  f o l l o w i n g  c i r c u m s t a n c e s :  
a .  W h e n  t h e  p e r i o d ,  i f  a n y ,  f i x e d  f o r  t h e  d u r a t i o n  o f  t h e  c o m p a n y  
b y  t h e  a r t i c l e s  e x p i r e s ,  o r  t h e  e v e n t ,  i f  a n y ,  o c c u r s ,  o n  t h e  
o c c u r r e n c e  o f  w h i c h  t h e  a r t i c l e s  p r o v i d e  t h a t  t h e  c o m p a n y  i s  t o  
b e  d i s s o l v e d  a n d  t h e  c o m p a n y  i n  g e n e r a l  m e e t i n g  h a s  p a s s e d  a  
r e s o l u t i o n  r e q u i r i n g  t h e  c o m p a n y  t o  b e  w o u n d  u p  v o l u n t a r i l y .  
b .  
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If the company resolves by pecial resolution that the 
company be wound up voluntarily. 
Winding Up Subject to Supervision of Court 
By s. 486 of CAMA, 2004, if a company passes a resolution for 
voluntary winding up, the court may on petition order that voluntary 
winding up shall continue but subject to such supervision of the 
court and with such liberty for creditors, contributories, or others to 
apply to the court and generally on such terms and conditions, as the 
court thinks fit or just. 
Dissolution of the Company 
When the affairs of a company have been fully wound up and the 
liquidator makes an application on its behalf, the court shall order 
the dissolution of the company and the company shall be dissolved 
from the date of the order. 
In the case of voluntary winding up, the company is deemed 
to be dissolved on the expiration of three months from the date of 
the registration by the Corporate Affairs Commission of the return 
in respect of the winding up of the company, s. 468 and 478 of 
CAMA, 2004. 
CLASSIFICATION OF COMPANIES 
The following different types of companies may be identified under 
the Act as follows : 
a. Public company limited by shares. 
b. Private company limited by shares. 
c. Public company limited by guarantee. 
d. Private company limited by guarantee. 
e. Public unlimited company. 
f. Private unlimited company. 
NAME OF THE COMPANY 
Section 29 of CAMA, 2004. states the following as regards the 
name of a company. 
1. The name of a private company limited by shares shall end with 
the word "Limited" which is abbreviated as "ltd". 
2 0 0  I n t r o d u c t i o n  T o  B u s i n e s s :  A  C o n t e m p o r a r y  A p p r o a c h  
1 1 .  T h e  n a m e  o f  a  p u b l i c  c o m p a n y  l i m i t e d  b y  s h a r e s  s h a l l  e n d  w i t h  
t h e  w o r d s  " P u b l i c  L i m i t e d  C o m p a n y "  w h i c h  i s  a b b r e v i a t e d  a s  
" P i c " .  
I I I .  T h e  n a m e  o f  a  c o m p a n y  l i m i t e d  b y  g u a r a n t e e  s h a l l  e n d  w i t h  t h e  
w o r d s  " ( L i m i t e d  b y  G u a r a n t e e ) "  i n  b r a c k e t s ,  w h i c h  i s  
a b b r e v i a t e d  a s  ( L t d / G t e  ) .  
I V .  T h e  n a m e  o f  a n  u n l i m i t e d  c o m p a n y  s h a l l  e n d  w i t h  t h e  w o r d  
" U n l i m i t e d "  w h i c h  i s  a b b r e v i a t e d  a s  " U l t d " .  
A  P R I V A T E  C O M P A N Y  
A  p r i v a t e  c o m p a n y  i s  o n e  i n  w h i c h  i s  s t a t e d  i n  i t s  m e m o r a n d u m  t o  
b e  a  p r i v a t e  c o m p a n y .  S e c t i o n  2 2  o f  C A M A ,  2 0 0 4 .  
F e a t u r e s  o f  a  P r i v a t e  C o m p a n y  
A  p r i v a t e  c o m p a n y  h a s  t h e  f o l l o w i n g  f e a t u r e s  o r  c h a r a c t e r i s t i c s .  S .  
2 2  o f  C A M A ,  2 0 0 4 .  
i .  T h e r e  i s  r e s t r i c t i o n  b y  i t s  a r t i c l e s  o n  t h e  m e m b e r s  t o  t r a n s f e r  
t h e i r  s h a r e s .  
1 1 .  I t  h a s  a  m i n i m u m  m e m b e r s h i p  o f  t w o  a n d  a  m a x i m u m  o f  f i f t y .  
i i i .  I t  i s  p r o h i b i t e d  f r o m  i n v i t i n g  t h e  p u b l i c  t o  s u b s c r i b e  f o r  i t s  
s h a r e s  o r  d e b e n t u r e s  u n l e s s  a u t h o r i z e d  b y  l a w .  
I V .  I t  m u s t  h a v e  a t  l e a s t  t w o  d i r e c t o r s .  
A D V A N T A G E S  O F  A  P R I V A T E  L I M I T E D  C O M P A N Y  
1 .  A  p r i v a t e  l i m i t e d  c o m p a n y  h a s  a  s e p a r a t e  l e g a l  e x i s t e n c e .  
i m p l i e s  t h a t  p r o p e r t i e s  w i l l  b e  o w n e d  b y  t h e  c o m p a n y  i t s e l f  
a l l  c o n t r a c t s  w o u l d ·  b e  s i g n e d  o n  i t s  b e h a l f .  T h e  d i r e c t o r s  
s e c r e t a r y  c a n  o n l y  a c t  a s  a g e n t s .  A s  a  r e s u l t ,  t h e  c o m p a n y  i s  
d i s s o l v e d  o n  t h e  r e s i g n a t i o n ,  b a n k r u p t c y  o r  d e a t h  o f  a  d i r e c t o r .  
2 .  I n c o r p o r a t i o n  a s  a  l i m i t e d  c o m p a n y  w i l l  p r o t e c t  t h e  
c o m p a n y ' s  n a m e .  O n c e  i n c o r p o r a t e d ,  i t  i s  l i s t e d  i n  t h e  
c o m p a n i e s  m a i n t a i n e d  b y  t h e  C o r p o r a t e  A f f a i r s  
T h e r e f o r e  n o  o n e  e l s e  c a n  i n c o r p o r a t e  u s i n g  t h i s  n a m e .  
3 .  A  p r i v a t e  l i m i t e d  c o m p a n y  h a s  s t r o n g  a n d  s t r u c t u r e d  p r o c e d l l i j  
t o  r e s o l v e  a n y  d i s p u t e s  b e t w e e n  t h e  s h a r e h o l d e r s  
c o m p a n y .  
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VANTAGES OF A PRIVATE LIMITED COMPANY 
The prohibition of private companies from inviting the public to 
subscribe for its shares tends to prevent them access to the 
capital markets. This limits their ability to source for funds as 
other alternative sources may not provide the adequate funds 
needed for growth and expansion purposes. 
Because of limited liabili ty, the directors or members of a 
private limited company may have to give personal guarantee to 
banks, lenders or landlords. 
COMPANY 
A public company is defined by s. 24 of CAMA, 2004 as any 
company other than a private company. Such a company is required 
to state in its memorandum that it is a public company. 
Features of a Public Company 
The minimum membership of a public company is two without 
any limit to the number of members. 
·· Members (i.e. shareholders) are free to transfer their shares. 
It can invite the public to subscribe for its shares. 
· . It must have a minimum of two directors. 
ADVANTAGES OF A PUBLIC COMPANY 
Some of the advantages of a public company are as follows : 
I. Access to capital 
the capital markets allow public limited c;ompanies with ~trong 
growth potential to raise the capital necessary for growth and 
expansiOn purposes. Once, the company is public, subsequent 
financings are easier as the company has a track record with 
investors and securities regulators. 
2. Liquidity 
A shareholder of a company that has gone public and listed its 
securities on a stock exchange can sell his or her shares through the 
capital market for cash in return. This is called liquidity. Prior to a 
company going public, it is very diffi cult, if not impossible, for the 
2 0 2  I n t r o d u c t i o n  T o  B u s i n e s s :  A  C o n t e m p o r a r y  A p p r o a c h  
w i t h  l i q u i d i t y  m a k e s  i t  m u c h  e a s i e r  t o  a t t r a c t  i n v e s t m e n t  i n t o  t h e  
c o m p a n y ,  a s  t h e  i n v e s t o r s  h a v e  a  b u i l t - i n  e x i t  s t r a t e g y .  
3 .  I n c e n t i v e  S t o c k  O p t i o n s  
I n  v i e w  o f  h i g h  c o s t  o f  l i v i n g ,  d e v a l u e d  c u r r e n c y  a n d  i n t e n s e  
c o m p e t i t i o n ,  s o m e  c o m p a n i e s  f i n d  i t  d i f f i c u l t  t o  a t t r a c t  a n d  r e t a i n  
e x p e r i e n c e d  m a n a g e m e n t  a n d  t e c h n i c a l  p e r s o n n e l .  O n e  p a r t i a l  
s o l u t i o n  t o  t h i s  p r o b l e m  i s  t h e  g r a n t i n g  o f  i n c e n t i v e  s t o c k  o p t i o n s .  
S o m e  c o m p a n i e s  a r e  a b l e  t o  a t t r a c t  t h e  p e o p l e  t h e y  n e e d  b y  
p r o v i d i n g  t h e m  w i t h  a  r e a s o n a b l e  s a l a r y  c o u p l e d  w i t h  a  
n u m b e r  o f  i n c e n t i v e  s t o c k  o p t i o n s .  T h e s e  o p t i o n s  i m p l y  g r a n t i n g  
e m p l o y e e  o r  c o n s u l t a n t  t h e  r i g h t  t o  b u y  a  c e r t a i n  n u m b e r  o f  
o f  t h e  c o m p a n y  a t  t h e  m a r k e t  p r i c e  o f  t h e  s h a r e s  a t  t h e  d a t e  o f  
g r a n t  f o r  a  s p e c i f i e d  p e r i o d .  A s  t h e  m a r k e t  p r i c e  o f  t h e  s h a r e s  o f  
c o m p a n y  r i s e s ,  t h e  s h a r e s  b e c o m e  w o r t h  a  s i g n i f i c a n t  a m o u n t  
m o n e y .  
4 .  A c q u i s i t i o n s  
I n  t o d a y ' s  r a p i d l y  c h a n g i n g  w o r l d ,  c o m p a n i e s  n e e d  t o  g r o w  
i n  o r d e r  t o  s u r v i v e .  O n e  m e t h o d  o f  a c h i e v i n g  r a p i d  g r o w t h  i s  
g r o w  b y  a c q u i s i t i o n .  O f t e n  t h e  e a s i e s t  a n d  q u i c k  w a y  t o  d e a l  
c o m p e t i t o r ,  o r  p o t e n t i a l  c o m p e t i t o r ,  i s  t o  b u y  i t .  P u b l i c  C o m p a n i c l  
c a n  u s e  t h e i r  s t o c k ,  i n s t e a d  o f  t h e i r  c a s h ,  t o  m a k e  a c q u i s i t i o n s ,  a s  
c a p i t a l  m a r k e t s  p r o v i d e  c o m p a n i e s  w i t h  a  r e a d y  v a l u a t i o n  f o r  
s t o c k .  
5 .  P r o f i l e  
T h e r e  i s  n o  d o u b t  t h a t  t a k i n g  a  c o m p a n y  p u b l i c  i n c r e a s e s  i t s  
T h e  i n c r e a s e d  p r o f i l e  a s s i s t s  t h e  c o m p a n y  i n  a t t r a c t i n g  i n v e s t o r s  
c u s t o m e r s .  A s  p e o p l e  c o m e  t o  u n d e r s t a n d  t h e  c o m p a n y ' s  
t h e y  w i l l  b e  m u c h  m o r e  l i k e l y  t o  p u r c h a s e  i t s  s t o c k .  
D I S A D V A N T A G E S  O F  A  P U B L I C  C O M P A N Y  
1 .  T i m e  C o m m i t m e n t  
T h e  g o i n g  p u b l i c  p r o c e s s  r e q u i r e s  a  l a r g e  c o m m i t m e n t  
m a n a g e m e n t ' s  t i m e  a n d  e n e r g y  a n d  i t  t a k e s  m a n a g e m e n t ' s  f o c u s  
t h e  c a m p  
i n i t i a l  p u l  
o f  m a n a !  
r e q u i r e m c  
2 .  E x p e  
P r o f e s s i o  
e x t e n s i v e  
c o m p a n y  
c a r r y  o u t  
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company's core business. Once the company has carried out its 
· public offering and listed its shares on an exchange, a portion 
management's time will be taken up dealing with regulatory 
~n·emtents and generating market interest in the company. 
Expenses as regards to obtain and maintain 
advisers, such as lawyers, and accountants must be 
involved in the going public process in order for the 
to avoid costly errors. The legal and accounting costs to 
out an initial public offering of a company is much and it does 
end there. Once a company is listed on an exchange, it must 
to retain professional advisers in order to ensure that it 
with the complex requirements of securities regulators. 
Disclosure requirements. 
a company carries out an initial offering it must file with the 
authorities a prospectus containing full , true and plain 
of all material facts relating to the company. The 
is usually publicized as in the case of a public issue. 
aspects of the company's business such as its financial 
the terms of its material contracts, and the 
it pays its executives, become a matter of public 
and accessible to its competitors. This public disclosure of 
facts can have a disadvantageous impact on public 
• oo1mpa.mes' ability to compete against other private limited 
• oo1mpa.mes that are not forced to make such disclosure. 
Investors relations 
a public market for a company's shares provides a 
• w•;vu(uu;:nu for valuing the company on a daily basis, a company's 
price can become too much of a focal point. This can be a 
for employee owning shares or options and can result in 
t decisions being made to focus on the short term to 
the share price rather than to strengthen the company in the 
term. While a public listing may hold the promise of enhanced 
idity, it is up to the company to generate market for its shares. 
requires the assistance from investor relations experts. This 
2 0 4  I n t r o d u r t i o r ,  T o  B u s i n e s s :  A  C o n t e m p o r a r y  A p p r o a c h  
k i n d  o f  a s s i s t a n c e  i s  e x p e n s i v e  a n d  o f t e n  d o e s  n o t  r e s u l t  1 0  
i m m e d i a t e  t a n g i b l e  r e s u l t s .  
D I F F E R E N C E S  B E T W E E N  A  P U B L I C  C O M P A N Y  L I M I T E D  
B Y  S H A R E S  A N D  A  P R I V A T E  C O M P A N Y  L I M I T E D  BY  
S H A R E S  
S o m e  o f  t h e  d i f f e r e n c e s  b e t w e e n  a  p u b l i c  c o m p a n y  a n d  a  p r i v a t e  
c o m p a n y  a r e  a s  f o l l o w s :  
a .  A  p r i v a t e  c o m p a n y  ( u n l e s s  t h e r e  i s  a l i e n  p a r t i c i p a t i o n )  c a n  a l l o t  
i t s  s h a r e s  w i t h o u t  a n y  e x t e r n a l  c o n t r o l  b u t  a  p u b l i c  c o m p a n y  a n d  
a n y  c o m p a n y  i n  w h i c h  a l i e n s  p a r t i c i p a t e  c a n n o t  d o  s o  w i t h o u l 1  
t h e  p r i o r  a p p r o v a l  o f  t h e  s e c u r i t i e s  r e g u l a t o r s .  
b .  A  p r i v a t e  c o m p a n y  c a n n o t  i n v i t e  t h e  p u b l i c  t o  s u b s c r i b e  fori~ 
s h a r e s  o r  d e b e n t u r e s  o r  t o  d e p o s i t  m o n e y  w i t h  i t  u n l e  
o t h e r w i s e  a u t h o r i z e d  b y  l a w  [ s .  2 2 ( 5 ) ]  o f  C A M A ,  2 0 0 4  b u t  
p u b l i c  c o m p a n y  c a n .  
c .  T h e  t o t a l  n u m b e r  o f  m e m b e r s  o f  a  p r i v a t e  c o m p a n y  i s  l i m i t e d  
a  m a x i m u m  o f  5 0 ;  b u t  t h i s  e x c l u d e s  p e r s o n s  w h o  a r e  b o n a  
i n  t h e  e m p l o y m e n t  o f  t h e  c o m p a n y ,  o r  w e r e  w h i l e  i n  
e m p l o y m e n t ,  a n d  h a v e  c o n t i n u e d  a f t e r  t h e  e m p l o y m e n t ,  t o  
m e m b e r s  o f  t h e  c o m p a n y ,  [ s .  2 2  ( 3 ) ]  o f  C A M A ,  2 0 0 4 .  T h e r e  
n o  s u c h  l i m i t  i n  t h e  c a s e  o f  a  p u b l i c  c o m p a n y .  
d .  A  p r i v a t e  c o m p a n y  m u s t  b y  i t s  a r t i c l e s  r e s t r i c t  t h e  t r a n s f e r  o f  
s h a r e s ,  s .  2 2  ( 2 )  o f  C A M A ,  2 0 0 4 .  T h e r e  i s  n o  r e s t r i c t i o n  
m e m b e r s  o f  a  p u b l i c  c o m p a n y  t o  t r a n s f e r  t h e i r  s h a r e s .  
e .  E v e r y  p u b l i c  c o m p a n y  m u s t  h o l d  a  s t a t u t o r y  m e e t i n g  a n d  f i l e  
s t a t u t o r y  r e p o r t ·  u n d e r  s .  2 1 1  o f  C A M A ,  2 0 0 4  b u t  a  
c o m p a n y  i s  n o t  r e q u i r e d  t o  d o  s o .  
f .  I n  a p p o i n t i n g  d i r e c t o r s  o f  a  p u b l i c  c o m p a n y  t h e y  h a v e  t o  
v o t e d  i n t o  o f f i c e  i n d i v i d u a l l y  u n l e s s  t h e  m e e t i n g  h a d  
r e s o l v e d  w i t h o u t  a n y  d i s s e n t i n g  v o t e  t h a t  t w o  o r  m o r e  
m a y  b e  a p p o i n t e d  d i r e c t o r s  b y  a  s i n g l e  v o t e ,  b u t  t h i s  
d o e s  n o t  a p p l y  t o  a  p r i v a t e  c o m p a n y ,  s .  2 6 1  o f  C A M A ,  2 0 0 4 .  
g .  T h e  n a m e  o f  a  p u b l i c  c o m p a n y  l i m i t e d  b y  s h a r e s  m u s t  e n d  
t h e  w o r d s  " P u b l i c  L i m i t e d  C o m p a n y "  ( i . e .  P l c )  w h i l e  t h a t  
p r i v a t e  c o m p a n y  L i m i t e d  b y  s h a r e s  m u s t  e n d  w i t h  t h e  
" L i m i t e d "  ( i . e .  L t d ) ,  s .  2 9  o f  C A M A ,  2 0 0 4 .  
h .  T h e  a u  
N 5 0 0 , 0  
N I O , O O  
i .  I n  t h e  •  
f i n a n c i ;  
A c c o u n  
S t a n d a r  
o c c u r  t c  
a  s m a l l  
j .  A d d i t i o  
m e m b e :  
p u b l i c  c  
k .  A d d i t i o  
b y  t h e <  
p u b l i c  c  
A s  f m  
t w o ,  1  
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T h e  r  
p r i v a t  
A s  r e J  
c a n e ;  
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A r t i f i c  
p r i v a t i  
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The authorized share capi tal of a public company is at least 
N500,000 while that of a private company is not less than 
NIO,OOO, s. 27 ofCAMA, 2004. 
In the case a public company, full accounts must be , filed ~ nd 
financial statement should comply with schedule 2 of the 
Accounting Standard issued by the Nigerian Accountmg 
Standards, Sch. 3. As for a private company, some exemptions 
occur to deliver a modified financial. statement, if, it qualifies ;iS 
a small company, s. 334, s. 350 & s. 351(1) ofCAMA, 2004. 
Additional notice of general meeting by way of advertisement tc 
members, S. 222 of CAMA, 2004, is required in the case of a 
public company but not applicable to a private company. 
Additional report is required to be made to the audit committee 
by the auditors on accounts examined by them in the case of a 
public company. This does not apply to a private company. 
Similarities between Public and Private Companies 
Some of the similarities between public and private companies are 
as follows: 
I. As for a private company, the minimum number of directors is 
two, s. 246 of CAMA, 2004. This is al so the same with a 
public company which has two as its minimum. 
·ansfer of its 2. The minimum number of shareholders for a public and a 
~striction on private company is two. 
5. J. As regards right to sue, both a public and a private company 
1g and fi le a can each sue but cannot be jailed but can be convicted and 
ut a private sentenced to a fine in lieu of in:tprisonment. 
'have to be 




oust end w ith 
bile that of a 
4. Artificiality of personality is applicable to both a public and a 
private company. 
5. Veil of incorporation can be lifted for both of them. 
6. · Property and debts are not those of the shareholders but that of 
the company in respect of both public and pr~vate companies. 
7. Subscribers of the memorandum shall take among them a total 
number of shares of a value of not less than 25 per cent of the 
authorised share capital. This applies to both a public and a 
1ith the word private company. 
8. Articles of association, s. 33 & s. 34 of CAMA, 2004, to be 
2 0 6  I n t r o d u c t i o n  T o  B u s i n e s s :  A  C o n t e m p o r c : r y  A p p r o a c h  
r e g i s t e r e d  w i t h  m e m o r a n d u m  i n  f o r m  a n d  i n  c o n t e n t s  i s  
a p p l i c a b l e  t o  b o t h  a  p u b l i c  a n d  a  p r i v a t e  c o m p a n y .  
9 .  W r i t t e n  a p p l i c a t i o n  f o r  s h a r e s  w h e r e  s h a r e s  a r e  n o t  i s s u e d  t o  
p u b l i c  a r e  p e r m i t t e d  f o r  b o t h  a  p u b l i c  c o m p a n y  a n d  a  p r i v a t e  
c o m p a n y .  
1 0 .  R e t u r n  a s  t o  a l l o t m e n t s  t o  t h e  c o m m i s s i o n ,  s . 1 2 9  o f  C A M A ,  
2 0 0 4 ,  i s  r e q u i r e d  t o  b e  c o m p l i e d  w i t h  b y  a  p u b l i c  c o m p a n y  
a n d  a  p r i v a t e  c o m p a n y .  
1 1 .  V a l u a t i o n  o f  c o n s i d e r a t i o n  f o r  s h a r e s ,  o t h e r w i s e  t h a n  i n  c a s h  s .  
1 3  7  o f  C A M A ,  2 0 0 4 ,  i s  a p p l i c a b l e  t o  b o t h  a  p r i v a t e  a n d  a  
p u b l i c  c o m p a n y .  
R e v i e w  Q u e s t i o n s  
1 .  W h a t  i s  a  c o m p a n y ?  
2 .  W h o  m a y  f o r m  o r  j o i n  i n  f o r m i n g  a  c o m p a n y ?  
3 .  E x p l a i n  t h e  p r o c e d u r e  a n d  r e q u i r e m e n t s  f o r  f o r m i n g  a  
c o m p a n y ?  
4 .  W h a t  i s s u e s  a r e  c o v e r e d  i n  ( i )  a  m e m o r a n d u m  o f  a s s o c i a t i o n  
a n d  ( i i )  a r t i c l e s  o f  a s s o c i a t i o n ?  
5 .  W h o  i s  a  s h a r e h o l d e r ?  W h a t  a r e  r i g h t s  a n d  o b l i g a t i o n s  o f  
s h a r e h o l d e r s  i n  a  c o m p a n y ?  
6 .  W h a t  a r e  t h e  ( i )  a d v a n t a g e s  a n d  ( i i )  d i s a d v a n t a g e s  o f  a  
l i m i t e d  l i a b i l i t y  c o m p a n y  o v e r  a  s o l e  p r o p r i e t o r s h i p ?  
7 .  W h a t  a r e  t h e  f e a t u r e s  o f  ( i )  a  p r i v a t e  c o m p a n y  a n d  ( i i )  a  
p u b l i c  c o m p a n y ?  
8 .  D i s t i n g u i s h  b e t w e e n  a  p r i v a t e  c o m p a n y  a n d  a  p u b l i c  
c o m p a n y  . .  
9 .  W h a t  a r e  t h e  s i m i l a r i t i e s  b e t w e e n  a  p u b l i c  a n d  a  p r i v a t e  
c o m p a n y /  
1 0 .  H o w  m a y  a  c o m p a n y  b e  d i s s o l v e d ?  
R e f e r e n c e s  A n d  F u r t h e r  R e a d i n g  
A k p o t a i r e ,  V .  ( 1 9 9 9 ) .  N i g e r i a n  C o m p a n y  a n d  S e c u r i t i e s  
A h u r e :  S y l v a  P u b l i c a t i o n s  L t d .  
C o m p a n i e s  a n d  A l l i e d  M a t t e r s  A c t  2 0 0 4 .  
O l a ,  C . S  ( 2 0 0  1)  C o m p a n y  L a w  i n  a  N u t s h e l l ,  I b a d a n ;  U n i  
P r e s s  P l c .  
O s h i o ,  I  
I l a b o y a ,  
l  
I n e g b e n l  
]  
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